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PART A - QUESTIONS 
(Each question is worth 20 marks for a total of 60 marks) 


Candidates MUST answer ONLY THREE (3) of the following SIX (6) questions in the 
Answer Booklet provided. Please note that if MORE than THREE (3) questions are 
answered, only the FIRST THREE (3) answers will be marked. 


Question 1 


What is the difficulty in reconciling verifiability to relevance to decision making when applying 
the conceptual framework? (20 marks) 


Question 2 


What are the factors that make the efficient markets hypothesis of limited use to real life 
investors? (20 marks) 


Question 3 


Discuss and exemplify the different types of human and social capital and how they add value 
to a business. (20 marks) 


Question 4 


A) Whenis it appropriate to report results under CPP rather than historical cost? (6 marks) 
B) When is it appropriate to report results fair value rather than historical cost? (5 marks) 
C) Under which valuation systems does provision for backlog depreciation arise and what 

would be the relevant journal entries to record it? (9 marks) 


Question 5 


Exemplify a real world case of a type three failure indicating how the key phases in its decline 
manifested. (20 marks) 


Question 6 


Explain how Ball and Brown concluded that accounting affected stock prices and critically 
review the arguments for supposing a contemporary replication of their research would reach 
a different conclusion. (20 marks) 
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PART B — MULTIPLE CHOICE QUESTIONS 
(Each question is worth 1 mark for a total of 10 marks) 


Candidates MUST answer ALL TEN (10) Multiple Choice questions on the Answer Sheet 
provided on Page 5 of this examination paper. Candidates are required to indicate the best 
of the THREE (8) alternative answers in each case. 


| bought shares in DF at 5.385 two months ago. They are down to 3.45 today after 
announcing poor profits. My broker has rung just now to say buy more because DF has 
intrinsic value at well over 6 dollars per share based on long term trends. If | act on my 
broker’s advice, | am under which heuristic? 


A) anchorage and adjustment 
B) availability 
C) representativeness 


2. _In1 above, which heuristic affects the broker himself? 


A) anchorage and adjustment 
B) availability 
C) representativeness 


The higher a firm’s beta; 


A) _ the lower its ERC 
B) the higher its ERC 
C) the ERC is unaffected 


4. — If firms become more like each other because they all follow and benchmark a couple of 
industry leaders, the type of isomorphism involved is; 


A) coercive 
B) mimetic 
C) normative 


5. Under integrated accounting, financial capital is most like what in traditional accounting? 


A) cash 
B) share capital and reserves 
C) working capital 


6. A firm makes a loss on holding monetary items when it; 


A) _ faces rising inflation 
B) applies CPP in a period when it ends up a net creditor 
C) applies CCA in a period when it ends up a net debtor 


7. Good corporate governance requires; 


A) a financially literate audit committee chair 
B) non remunerated executive directors 
C) related party transactions 


AFM501 Special, Trimester 1 2018 
The international leasing standard forbids; 


A) _ treating a lease longer than 12 months as an operating lease 
B) the lessor from treating any lease as a financial lease 
C) treating a lease shorter than 12 months as a financial lease 


Client confidentiality is a duty of the professional accountant except; 


A) when no such undertaken has been given in writing 
B) when the accountant suspects wrongful conduct 
C) when the ATO demands it be over ridden 


10. Which of the following is ordinal scaled? 


A) Tennis scores such as 30 Love within a game 
B) Quiz scores which include minus 5 for wrong answers 
C) Exam marks after scaling down to a maximum of 60 


PART C — FACT OR OPINION QUESTIONS 
(Total of 30 marks; 1 mark for each correct identification, 2 marks for a good brief 
rationale in each case) 


Candidates MUST answer ALL TEN (10) Fact or Opinion questions on the Answer Sheet 

provided on Page 5 of this examination paper with an F if you believe the statement is a 

statement of fact OR with an O if you believe it is a statement of opinion. DO NOT say it 
could be either. 


The distance from the Earth to the Sun is one Astronomical Unit. 

Goodwill arising on consolidation must be a positive number. 

Only people who do not study fail this exam. 

China will put someone on Mars before the other countries. 

It is profitable to take advantage of RTZ’s 1 for 6 rights issue. 

Russia had no influence on the last American election. 

Increased consumer sales generally lead to increased stock market values. 
Information content is only indirectly measurable from the ERC. 

There are more shootings of schoolchildren where guns are illegal than in the USA. 


10 The Crimea is part of Russia. 


AFM501 Special, Trimester 1 2018 
Name 


Student Number 


PART B — MULTIPLE CHOICE QUESTIONS ANSWER SHEET 
Circle the letter of your choice next to the corresponding question number. 


meen Answer 
1. A B C 
Zi A B C 
3. A B C 
4. A B C 
Di A B C 
6. A B C 
7. A B C 
8. A B C 
9. A B C 
10. A B C 


ANSWER SHEET FOR PART C —- FACT OR OPINION QUESTIONS 


Answer ALL TEN (10) questions with an F if you believe the statement is a statement of fact 
OR with an O if you believe it is a statement of opinion in the column next to the question 
number. DO NOT say it could be either. You should add a BRIEF reason for which credit will 
be given in the case of any clear and correct reasoning even for wrong answers. 


Question No. 


Answer 


Reason 


1 


2 


3 


10 


Please remember - This examination paper MUST BE HANDED IN. Failure to do so will result in the 


cancellation of all marks for this examination. 


Writing your name and number on the front will help us confirm that your paper has been returned. 
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